RECEIVED
DOCKET FILE COPY ORIGINA! SEP - 6 199

Before the IO COMMSSION
FEDERAL COMMUNICATIONS COMMISSION PR ety
Washington, DC 20554

)
In the Matter of )

)
PACIFIC BELL )
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)

NYNEX REPLY COMMENTS

The NYNEX Telephone Companies! (“NYNEX") hereby file their Reply
Comments in support of Pacific Bell’s petition for rulemaking to amend Section

69.106 of the Commission's Rules relating to the local switching rate element.

In its petition, Pacific Bell requested a rulemaking so that the switched
access local switching rate will include a per-message call setup charge in
addition to the per minute usage charge. Pacific Bell showed that the current
rate structure, which is limited to a minute of use rate, causes long calls to
subsidize short calls. Pacific Bell also showed that the increasing growth in short
transaction processing calls is imposing additional costs on the network that are

not compensated by the access charges applicable to those calls.

1 The NYNEX Telephone Companies are New York Telephone Company and

New England Telephone and Telegraph Company.
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Several parties noted that Pacific Bell’s proposal would produce a more
cost-based rate structure.? NYNEX agrees. The current rules, which require the
local exchange carriers (“LECs”) to apply average per-minute rates, do not take
into account the higher-than-average cost of setting up a long distance call. This
creates an uneconomic rate structure which encourages customers with long

duration calls to bypass the switched network.

While some commenters dispute Pacific Bell's assertion that the
proportion of short duration calls has increased since the Commission adopted
the current access charge structure,> comments submitted by transaction service
providers attest to the fact that the public switched network is experiencing
tremendous growth in short duration calls due to “a whole host of services that
did not exist, or were used less frequently, a decade ago,” including short burst
fax messages, paging, debit card transactions, and credit card and check
verification services.* The transaction providers also point out that their services
will play an increasing role in the Administration’s National Network
Infrastructure (“NII”) initiative.> For example, government benefits such as
food stamps, social security, and veterans benefits may be delivered

electronically, which will increase the proportion of short duration messages.

2 See,e.g., AT&T at p.1; Bell Atlantic at pp. 1-2; GTE at pp. 3-4; SWB at pp. 1-2.
3 See, e.g., MClI at pp. 3-4.

4 Compuserve at pp. 4-6; see National Data at pp. 1-2; FFMC at pp. 3-4.

5 See Compuserve at p. 11.



Clearly, it is uneconomic to maintain averaged minute-of-use rates in the
face of significant changes in the use of the network. Pacific Bell has correctly
identified a need to restructure the local switching rates to prevent further

uneconomic bypass of the switched network.

There are other aspects of the current rate structure which need to be
addressed to produce cost-based rates. For instance, AT&T notes that the local
switching category includes significant nontraffic sensitive (“NTS”) costs which
are currently recovered on a totally usage-sensitive basis.®* AT&T argues thata
truly cost-based local switching rate structure would establish separate, flat-
rated termination charges to recover these NTS costs. NYNEX is attempting to
address this problem in the short term through its request for a waiver to
implement the Universal Service Preservation Plan (“USPP”).” In that waiver
request, NYNEX proposed to recover local switching NTS costs through a
monthly per-line charge assessed on the interexchange carrier to whom a line is
presubscribed. Although AT&T would like to see this charge applied to the end
user, the NYNEX proposal is a reasonable interim step toward the cost-based

structure that AT&T supports.

Several commenters agree that the current rate structure needs to be
changed to produce cost-based rates, but they argue that Pacific Bell’s proposal

should be considered in the context of a comprehensive proceeding to reform the

6 See AT&T at p. 4.
7 See In the Matter of NYNEX Transition Plan to Preserve Universal Service in a
Competitive Environment, DA 93-1537, Petition for Waiver filed December 15, 1993.



entire access charge structure.! While NYNEX agrees that there are several
aspects of the current access charge system that need to be reformed, such a
proceeding could take years to complete. A failure by the Commission to
address the need for restructure of uneconomic rates in the short term can
subject the LECs to uneconomic bypass where competition for exchange access
services has created a significant threat of bypass. In its USPP petition, NYNEX
demonstrated that the Commission should grant waivers of its access charge

rules where the LECs are subject to more advanced competitive entry, such as in

the NYNEX region.

8 See, e.g., AT&T at pp. 3-4; Ad Hoc at p- 3; Financial Service Providers at p. 1.



For these reasons, NYNEX supports Pacific Bell’s petition for rulemaking to
develop a local switching call setup charge. However, the Commission should
also grant waivers of its access charge rules were appropriate to allow the LECs
to move more quickly to cost-based rates where, as in the NYNEX region, they

are subject to unusually intense competitive pressures.

Respectfully submitted,

The NYNEX Telephone Companies

v Sk /20
dwfard R. Wholl

Joseph Di Bella

120 Bloomingdale Road
White Plains, NY 10605
(914) 644-5637

Their Attorneys

Dated: September 6, 1994



CERTIFICATE OF SERVICE

I hereby certify that copies of this pleading were mailed this date, first
class postage prepaid, upon the persons listed on the attached service list.

‘Ml Bella

P

Dated: September 6, 1994



James P.Tuthill

Pacific Bell

Rm. 1523

140 New Montgomery St.

San Francisco, California 94105

LawrenceKatz

Bell Atlantic Telephone Companies
1710 H Street, N.W.

Washington, DC 20006

ColleenBoothby

Counsel for California Bankers Clearing House
Levine, Lagapa & Block

Suite 602

1200 19th Street, N.W.

Washington, DC 20036

Randolph J.May

Attorney for Compuserve
Sutherland, Asbill & Brennan
1275 Pennsylvania Ave., N.W.
Washington, DC 20004-2404

Randolph J. May

Attorney for First Financial Management Corp.
Sutherland, Asbill & Brennan

1275 Pennsylvania Ave., N.W.

Washington, DC 20004

Andre J.Lachance

GTE Service Corp.
Suite 1200

1850 M. Street, N.W.
Washington, DC 20036

Joseph P.Markoski

Attorney for National Data Corp.
Squire, Sanders & Dempsey

P.O. Box 407

1201 Pennsylvania Ave.
Washington, DC 20044

Robert J.McKee

AT&T Corp.

Room 2255F2

295 North Maple Ave.
Basking Ridge, NJ 07920

Robert M.Lynch

Southwestern Bell Telephone Company
Suite 3520

One Bell Center

St. Louis, Missouri 63101

James S.Blaszak

Attorney for Ad Hoc Telecommunications Users
Committee

Gardner, Carton & Douglas

Suite 900, East Tower

1301 K Street, N.W.

Washington, DC 20005



ChristopherBennett - Robert J.Butler

MCI Telecommunications Corp. - Attorney for Transaction Network Services, Inc.
1801 Pennsylvania Ave, N.W. Wiley, Rein & Fielding
Washington, DC 20006 1776 K Street, N.W.

Washington, DC 20006



